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NORTHERN CALIFORNIA GENERATION COALITION
COMMENT ON DRAFT DECISIONS

In accordance with the July 5 and 6, 2001 Notice to Parties of Record in Application (“A.”) 01-06-020, the Northern California Generation Coalition (“NCGC”) respectfully submits this Comment on the Draft Decision of Commissioner Bilas mailed July 5, 2001, the Alternate Draft Decision of Administrative Law Judge (“ALJ”) Brown mailed July 5, 2001, and the Alternate Draft Decision of Commissioner Brown mailed July 6, 2001, in the captioned proceeding.

ALJ Brown's Alternate denies PG&E’s request for approval of its open season for firm backbone transmission capacity and directs PG&E to cease the open season.  Commissioner Bilas' Draft and Commissioner Brown's Alternate permit PG&E to proceed with its open season, albeit with conditions.  SCGC urges the Commission to adopt ALJ Brown’s Alternate.

The central issue before the Commission is whether PG&E should be allowed to continue its currently ongoing open season before the Commission has an opportunity to consider the appropriate structure for PG&E’s gas operations after the end of the Gas Accord on December 31, 2002.  In ordering PG&E to cease its open season, ALJ Brown observes that permitting PG&E to proceed with the open season “would leave potential bidders in an untenable position – forced to consider entering into long-term business arrangements when they cannot know the conditions that will apply.”  ALJ Brown Alternate at 13.  Commissioners Bilas and Brown acknowledge that permitting PG&E to proceed with its open season “will leave potential bidders in the position of considering long-term business arrangements when they do not know precisely the conditions that will apply.”  Bilas Draft at 13; Commissioner Brown Alternate at 13.  Yet, Commissioners Bilas and Brown suggest that nevertheless it would be appropriate to permit PG&E to proceed with its open season, albeit with conditions.  Commissioners Bilas and Brown apparently take solace in the fact that in previous situations, parties signed long-term contracts with rates being subject to change in subsequent rate cases.  Ibid. at 13.  This leads Commissioners Bilas and Brown to conclude that requiring customers to bid for capacity with the lack of certainty that exists here “is not an unusual situation.”  Ibid.
Contrary to the view expressed in the Bilas Draft and the Commissioner Brown Alternate, the situation here is very different from instances in which customers have been asked to sign long-term contracts with rates being subject to change from time to time.  Here, the entire structure of PG&E’s gas operations will be an open issue in the Gas Accord II proceedings.  Indeed, NCGC anticipates advocating rebundling of PG&E’s backbone transmission system and the elimination of the intrastate PG&E city-gate that has benefited marketers to the detriment of end users.  Virtually every term and condition of service on the PG&E system is potentially at issue in the Gas Accord II proceeding.  Thus, the current situation is not analogous to situations in which customers are asked to bid for capacity on a long term basis with all but rates being secured by contract.

As a result of the inordinate uncertainty, PG&E's open season imposes a heavy burden on PG&E customers.  They are forced to make a Hobson's choice.  If they bid for long-term capacity, they may subject themselves to a long term commitment to take capacity subject to terms which are not yet decided and which may make holding capacity untenable.  On the other hand, if the customers fail to bid for capacity, they run the risk of being denied capacity rights, thereby exposing themselves to the inflated PG&E city-gate prices charged by marketers.

The Hobson's choice, in itself, is a burden on PG&E customers.  Furthermore, the process of making the choice is costly.  Each customer, including the NCGC members, Redding, Modesto Irrigation District, Turlock Irrigation District, Silicon Valley Power, and the Northern California Power Agency, will be required to devote many hours of staff time to making what they desperately hope will be a correct decision.

Clearly, given the onerous burden imposed by PG&E's open season on customers, the Commission should approve the open season only if it can identify benefits that would be obtained by permitting PG&E to proceed with the open season and finds that the benefits outweigh the burdens.  Neither the Bilas Draft nor the Commissioner Brown Alternate identify any benefits, let alone find that the benefits outweigh the burdens.  The Bilas Draft and Commissioner Brown Alternate only offer the observation "that PG&E's stated goals of providing its customers with options to compare against the offerings of interstate pipelines and determining the need for interstate capacity additions are worthwhile goals that we should support."  Ibid.  This observation misses the point.  It is not necessary to have an open season now in order to provide PG&E customers "with options to compare against the offerings of interstate pipelines."  This could be done after the expedited proceeding proposed in ALJ Brown's Alternate.  Likewise, while having an open season may be helpful in "determining the need for intrastate capacity additions," that could also be accomplished by delaying the conduct of an open season until after the completion of the expedited proceeding proposed in ALJ Brown's Alternate.

Absent an identification of clear benefits that would flow from conducting an open season now rather than after the expedited proceeding, customers should not be forced to bear the undue burden of participating in the open season now.

If the PG&E open season is delayed, the burden of participation would not only be reduced.  It might be entirely eliminated.  The current Gas Accord structure has imposed costs on end use customers to the benefit of marketers and traders that acquired PG&E backbone capacity in the last PG&E open season.  PG&E city-gate prices have been substantially higher than Malin prices plus backbone transportation costs.  The basis spread has been profit for marketers.  In the expedited proceeding proposed by ALJ Brown, NCGC anticipates urging that the PG&E city-gate be eliminated and that customers be given direct access to interstate pipeline delivery points.  If this position is adopted by the Commission, not only will the PG&E open season be deferred from now until such time as the terms and conditions of service are better known.  The burden of participating in the open season will be eliminated completely.

Accordingly, NCGC respectfully urges the Commission to adopt ALJ Brown's Alternate and to order PG&E to cease its ill-conceived open season.
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